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Line Organization * 
By Gerorce Fivrrertt, 


Professor of Economics and Business Administration, 
University of Minnesota 


T= organization of a business for operating purposes means the building 
of a machine of management; certain definite steps are necessary in its 

creation. It is necessary to determine: 

1. The ultimate end or purpose we wish to accomplish ; 

2. The intermediate ends or purposes which are necessary to accomplish 

the final end; 

3. The kind of machine most desirable to effect these purposes ; 

4. The materials available with which to construct the machine ; 

5 


The best possible machine that may be constructed out of the ma- 
terials available. 


hine 

















The Purpose of Organization 





What is the end or purpose of any business? The answer is a very simple 
one—it is profits, or in any event, the wages of management obtained through 
the production and sale of goods or services. We frequently see the statement 
that business is organized, not for profits, but for service. Such a statement is 
neither true nor necessary. Business need not apologize for seeking profits. 
One of the theories upon which capitalistic society rests is that the possibilities 
of obtaining profits is the motive force which stimulates men to bring together 
and to direct land, labor and capital. As a result of this profit inducement, 
men are stimulated to produce goods and services, to create new things for 
-% human consumption and to produce them in efficient ways, thus raising the 
n at 20 
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* Given before the Foreman’s Club of Brown & Bigelow, April 8, 1931. 

The object of the publications of the mg erican } ement Association is Fe place before the 
members ideas which it is hoped may prove interesting and informative, but the Association does 
not stand sponsor for views expressed by pe in articles issued in or as its pon Ba noe 
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standards of living and the enjoyment of life. Up to the present time this so- 
called capitalistic régime has proved the most effective order of society for 
this purpose. 

The ultimate end is profit obtained through the production and sale of 
particular goods or services. What are the intermediate or supplementary ele- 
ments for which organization must provide? To those who are interested in 
the principles, I commend a little book, “Lectures on Organization” by 
Russell Robb.’ It is small in size but large in content. A larger and more 
recent one is “Onward Industry” by James D. Mooney and Alan C. Reiley. 

The following is taken from Robb: 

“Thus we know pretty definitely the factors that make organization. They are struc- 
ture, lines of authority, responsibility, division of labor, system, discipline; accounting, 
records and statistics; and esprit de corps, cooperation, “team play”; but when we attempt 
to determine the parts played by these factors, we find that their relative importance 
changes with purpose, conditions, and material. We begin to realize that there is an 


art of organizing that requires knowledge of aims, processes, men and conditions, as well 
as of the principles of organization.” 


The accomplishment of the end is the important thing. Organization is 
simply a means. I emphasize that because we sometimes become so interested 
in the development of systems and devices and structures that we lose sight 
of the fact that these, in themselves, are not the ends. They are developed as 
a means, it is hoped the most effective means, to the end. There was a time 
when the development of organization charts was more or less of a fetish. 
Many of them were models of symmetry. The lines flowed with perfect 
rhythm. He who could create one took as much pride in his chart as the 
creator of Venus de Milo did when he thus reproduced the human form divine. 


Probably no modern industrial plant is organized strictly upon any one 
of the three or four types of organization which we so commonly name. In 
many organizations all types are represented. The differences among plants 
in this respect are largely differences in the degree to which they use the sev- 
eral types. Some have more of the functional than do others ; some have ‘more 
line and others more staff, but all, essentially, are present in each. 


One writer states that “line organization is characterized by a flow of 
ideas and orders from the head of the organization to those charged with their 
ultimate execution. In the industrial military organization these orders im- 
pinge upon the foreman in most cases. He is responsible for the performance 
of a wide range of duties which call for widely differing abilities.” 

The usual chart depicting such an organization shows a straight line 
running from the general manager to the superintendent ; from the superin- 
tendent a series of straight lines run to the foremen, and from each foreman 


1 Lectures delivered in the course on Industrial Organization in the Graduate School of Business 
a) oe Harvard University. ey printed, 1910. 
Harper & Bros, New York, 193 
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to the workers under him. It is not true, of course, that ideas and orders need 
originate with the head of the organization, nor, in fact, do they. A plant or- 
ganized upon this basis would be characterized by the following: 


1. Some form of departmentation has been effected, and over each de- 
partment has been placed a head who is responsible for it; 

2. Authority has been delegated by the department head to such assist- 
ants as he has found necessary to carry on the work of the department ; 

3. While it is true that ideas and orders may pass from the head of the 
organization to the department heads, and from the department heads to their 
assistants and thus to the workers, ideas and orders do not necessarily originate 
at the head of the organization. The fact is that the department head has a 
job to perform. In performing it he may originate ideas and issue orders to 
his assistants. The responsibility is placed upon him; therefore, he must have 
considerable freedom to determine how to perform his job. The same thing is 
true of his assistants. The foreman, if you will, under line organization, is re- 
sponsible for his shop. Ideas and methods for performing his job may origi- 
nate with him. 

An important fact to keep in mind is that under line organization, ideas 
and orders must flow over the channels provided. Hence, a department head 
does not issue orders or pass ideas directly to the workmen. These pass to the 
foreman first and are relayed by the foreman to the worker. Instructions 
issued by a foreman to a worker may be modified or rescinded by the depart- 
ment head. Such action, however, is not taken by the department head going 
directly to the worker, but by going to the foreman, who in turn goes to the 
worker under him. One of the chief virtues of line organization is the definite- 
ness of the lines of authority, and unless the flow of authority is through the 
channels indicated, there is a breakdown at one of the most important points 
which is its justification for being. 


To What Extent Should Line Organization Be Used? 


It is sometimes said that line organization overloads a few men with 
duties and responsibilities; that the department head and the foreman are 
called upon to act as jacks-of-all trades and masters of none. This may be true 
in the case of pure line organization. But industry has a place for line organi- 
zation although it may not be in its pure state. I have said that modern in- 
dustrial plants are not built strictly or entirely upon any one form of organi- 
zation. We should probably get a good deal further in the development of 
business organization if we approached each case from the point of view of 
determining to what extent line organization should be used. If line organi- 
zation throws too great a burden upon a particular officer or group of officers, 





102 THE MANAGEMENT REVIEW 


it may be possible to take from them one or more of the functions and turn 
them over to specialists. Having done this the organization may still be 
primarily line, with authority still flowing through the same channels, and with 
planning and execution still being performed, in whole or in part, by the same 
persons. 

It was stated at the beginning that organization depended upon the de- 
termination of the ultimate end or purpose ; the intermediate ends or purposes; 
the desirable or ideal type of organization ; the materials available with which 
to form an organization; and the best possible machine that may be con- 
structed with the materials available. 


No Single Correct Form of Organization 


Of the factors of organization which make it possible to accomplish the 
ultimate purposes, what is important? Is it discipline? If so, then one kind of 
organization may be set up. Is division of labor important; must different 
skills be utilized? If so, then another kind of organization may be set up. But 
even if discipline is the important intermediate end, there is no standard 
structure to effect discipline. Looked at from any point of view, there is no 
single correct form of organization. In the construction of cantonments in 
the war period, the immediate end was speed in construction as a necessary 
step to the ultimate end, the winning of the war. Construction organization 
for speed, therefore, was of prime importance. On the other hand, in the 
making of hand carved furniture, speed is a negligible factor. 

Even when the end is the same the organization in one plant will differ 
from that in another. One writer says that it is advisable to build the organi- 
zation first and then select the men to fit into it rather than to build the or- 
ganization around the men. Perhaps that is an ideal, or a hope, but it is rarely, 
if ever, practicable. Any business progresses or retrogresses ; it goes forward 
or backward. It is subject to changing influences. As it changes, the work of 
one man may need to be reduced and part of it given to another. Sometimes it 
becomes expedient to take away some functions from an individual and to sub- 
stitute others. By the very nature of the human elements in the organization, 
what is taken away, what is added, or what is substituted, depends upon the 
men who are already a part of the organization—their particular training, their 
experience, their capacities. This is what I mean by stating that the organiza- 
tion that is built depends upon the materials available. The structure depends 
upon, not only what is desirable as an ideal, but what is possible, what is prac- 
ticable. 

It has been pointed out that the modern business unit does not use a 
strictly line organization. What it does use is the principle of line organization 
at such places and to such an extent as deemed advisable, and that it uses the 
other forms of organization in the same way. When it is important that duties 
and responsibilities be clearly defined; when discipline is the desired end; 
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when we are looking for an organization which will make it possible to change 
direction and policy quickly, to cut red tape in the making of such changes, the 
principle of line organization may be employed. Since these elements are 
found in varying degrees of importance in most businesses, it follows that the 
principles of line organization will have a place in most bisinesses. 

Line, or military organization, too frequently carries with it the idea of 
drive management; the feeling that everything is superimposed from above; 
that activities, procedures, controls, ways and means and devices are forced 
upon unwilling subordinates. Certainly it lends itself to that possibility, but 
that is not a necessary development. It is possible and it is desirable that the 
cooperation of the men who form the organization be secured. That is desir- 
able regardless of the management machine which is set up. Drive manage- 
ment, whatever its earlier justification may have been, is out of place in mod- 
ern industrial nations and has been for some time. But good line management 
does not mean drive management ; it does not mean decisions based upon the 
knowledge, conclusions, desires or whims of one man. It requires that the 
individual at any point in the line, who has responsibility, who has the power 
to act and to make decisions, have certain personal characteristics. He must 
be able to analyze, to accumulate pertinent information, to interpret facts, to 
bring these things together and evolve a course of action. Let me illustrate. 


One Individual Responsible 


A foreman, if he is awake, is able to tell the effect of a given order or 
procedure upon his men and his shop; if awake, he has obtained an accumu- 
lation of information on his job. Certainly he is in a position to be used as a 
source of information by department heads. The department head may, there- 
fore, use his assistants as sources of information, as advisers, as critics, as 
well as men to work through. Line organization does not prohibit such pro- 
cedure. Important courses of action should not be taken except after consul- 
tation with these assistants as well as with superiors, and the maintenance of 
esprit de corps necessitates that credit be given to these subordinates for their 
contributions. Under line organization the individual who is responsible must 
make the final decision. This is one of its virtues. Only in that way can a 
course of action be taken. If you want to see the least effective means of get- 
ting action, ask a committee of experts in varied fields to work on a problem 
and make a recommendation. It is quite in contrast with the line executive. 

I have, in a sense, made a case for the principle of line organization. I 
have been led to do this because the form itself has received but scant praise 
in recent years. One would think that it should be thrown over entirely in 
favor of the functional, the committee, of the line and staff. Let me emphasize 
that I have not made a case for line organization but for the principle of line 
organization. You cannot get away from the fact that the principle must oper- 
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ate, more or less prominently, in any structure or machine of management you 
may build. In the line and staff it is the line through which operating control 
is exercised. 


Weakness Apparent in Practice 


There is no denying that management through the line has its weak- 
nesses, not so much in what may be done through it in theory as in what hap- 
pens in practice. Each executive and sub-executive may become a lord and 
master of the little kingdom over which he rules. Once he gets his kingdom 
in running order he wants it to carry on through its own momentum. He 
abhors change. Because of the pressure, each superior may hold his immedi- 
ate subordinate responsible for some one or two of the elements which make 
up his job. Each officer along the line, therefore, concentrates upon the par- 
ticular point of emphasis, the other aspects of his job being neglected. The 
result is that in a highly dynamic, changing world of business line officers are 
not changing their tactics or methods or points of emphasis. In fact they 
build up a resistance to change ; change is distasteful. 

I have said that while this is not a necessary condition, it is a condition 
which may develop. It is to reduce the probability of such a development and 
to obtain the advantages of specialization that certain functions are taken 
away from line officers and placed in the hands of a group of specialists. On 
organization charts these are generally shown arranged about the chief execu- 
tive in a staff capacity. It is quite possible, however, to develop similar groups 
about and around other executives, giving to those in the lower levels the ad- 
vantages of contact with the specialists, and still maintain an organization that 
is primarily line. 

Do not worry too much, therefore, about the “form” of the organization. 
Do not build a mold and try to cast the company into it. Alexander Pope, in 
his “Essay on Man,” has said: 


“For forms of government let fools contend; whate’er is best adminis- 
tered is best.” 


So I say, do not contend for forms of organization; that which is best 
administered is best. Keep attention fixed on the ends; direct all energies 
toward the accomplishment of those ends; see that the organization meets the 
tests of good organization, regardless of the form; keep it flexible that it 
may meet the changing conditions. Use line where it appears most suitable; 
make it functional at those parts where it seems desirable; use committees 
where they are helpful; employ staff men where they are deemed necessary. 
Having done all of these things, get down on your knees and pray that you 
may sail safely through the seas of modern business as there are some ele- 
ments over which we have no control. 
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THE MANAGEMENT INDEX 
Abstracts and News Items 


GENERAL MANAGEMENT 


The Basis of National Planning: 
Economic Behavior 


The consideration of economic behavior 
as a basis for national and international 
planning involves a frank, fundamental 
consideration of broad human objectives. 
This involves the basic questions of the 
cause and aim of human life. Although 
in this paper economic behavior is pri- 
marily considered, the fact that the sub- 
ject cannot be left in the economic sphere 
alone, without leading to difficulties, is 
made evident. This overstressing of the 
economic life is pointed out as helping to 
produce our present chaos. The author 
urges that we take a rounded view of 
life and realize that even our economic 
behavior is an institutional product much 
broader than industry. 

In the consideration of what may be 
necessary in the sphere of organization 
and management to make its purposes or 
objectives effective the following forces 
among others, held essential to the mold- 
ing of sound economic behavior, are 
stressed: 1, An adequate system of edu- 
cation and training; 2. The development 
in some form or other, of the sense of 
security, of permanence—something which 
is settled and cannot lightly be called into 
question—something to which there may 
be for a feeling of attachment; 3. The 
necessity of a strong and active principle 
of coordination among all the members of 
any company, association or industry. By 
Henry C. Metcalf. Economic and Social 
Planning Course, Bureau of Personnel 
Administration, Feb. 11, 1932. 8 pages. 


America at the Financial Crossroads 


Two sobering lines of thought result 
from our possession, with France, of about 
three-quarters of the world’s gold monetary 
stock. How have we been conducting our 
responsibilities as England’s successor in 
the principal market for long-term loans, 
and in that way, perhaps, as the principal 
mentor of the world’s business? What 
use have we been making of the gold 
which, during most of the post-war period, 
we have admittedly been holding partly in 
trust for the rest of the world? Neither 
France nor the United States has assumed 
the responsibilities and duties of a credi- 
tor nation vis-a-vis other countries with 
that efficiency and disinterestedness which 
is required on our part, nor have we made 
the most effective use of the gold which 
we have been holding in trust. 

As an inexperienced creditor we must 
face the following basic facts: Repara- 
tions and interallied war debts must be 
at once further adjusted to capacity to 
pay, or cancelled outright, regardless of 
what such adjustments or cancellations 
may do to the nice calculations of national 
budgets. Only by goods and services may 
debts be liquidated. In other words, a 
favorable balance of trade to a creditor 
nation should be an excess of imports in- 
stead of an excess of exports. Nations, 
like individuals, must live within their 
means. An unbalanced national budget in- 
evitably results in inflation or some other 
form of bankruptcy. Lastly, we must 
come back once more to a wholesome spirit 
of self-reliance. The determination aniong 
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bankers, economists and captains of indus- 
try to exert forceful leadership in world 
business affairs is one of the hopeful signs 
of the times. By Leland Rex Robinson. 
The Bankers Monthly, March, 1932, p. 
135:5. 


Where Will the Accountant—Comp- 
troller Fit Into the Industrial Or- 
ganization Within the Next Five 
Years? 


After reproducing the opinions of a num- 
ber of prominent men regarding the fu- 
ture position of the comptroller, the au- 
thor adds his own prediction: 

The comptroller will sit on the board 
of directors in most instances and will be 
the right-hand man to the president. He 
will be required to render special reports 
to stockholders and directors. In addi- 
tion to his commonly accepted duties of 
supervising accounting, statistics, budgets, 
etc., he will approve all expenditures for 
capital additions and be principally con- 
cerned with promoting harmony between 
all line officials. As a matter of fact he 
will be the ambassador of goodwill for the 
president. 

The comptroller’s personal qualifications 
of the future will be: He must be human, 
sympathetic, fearless, fair, imaginative, and 


above all, sales-minded. He must be able 
to sell his ideas, plans, methods and pro- 
cedures to the executives in his organiza- 
tion. His main functions will be planning, 
coordinating, correlating, harmonizing, in- 
terpreting and selling. By H. G. McLean, 
Address before the Milwaukee Chapter of 
the National Association of Cost Account- 
ants, February 10, 1932. 18 pages. 


Balancing the Corporation Budget 

There are two general ways of balancing 
the budget—by increasing income and by 
reducing expenditures. Both are equally 
important. In periods of depression an 
increase of income is usually difficult, be- 
cause this depends on circumstances large- 
ly external, such as low demand, inactive 
markets, low prices and stiffer competi- 
tion. Cutting of expenses is the more 
common and general method of balancing 
a budget in times of stress. 

Restoring of prosperity cannot be ac- 
complished by any patent panacea, or vague 
economic or political plan. It is primar- 
ily a personal responsibility. Balancing 
of the budget is one contribution which 
can be made toward better business times 
by each individual and corporation. Ernst 
& Ernst Weekly Bulletin, No. 333, Feb. 
23, 1932. 3 pages. 


FINANCIAL MANAGEMENT 


This Money Panic 

We are suffering from excessive credit 
deflation. In order to revive public confi- 
dence, restore price levels, values and po- 
tential purchasing power, the agencies of 
credit expansion must be courageously set 
in motion. The policy of the Reconstruc- 
tion Finance Corporation should be bold. 
It is only by such a policy that many sound 
banks now tied up by the requirements of 
the National Credit Corporation, or un- 
able to get sufficient aid through that cor- 
poration or from their correspondent banks, 
can be saved. By Wallace B. Donham. 
Trust Companies, February, 1932, p. 163:8. 


The Glass-Steagall Banking Bill 

The purpose of the Glass-Steagall 
Banking Bill is: 1. To broaden the eligi- 
bility requirements of the Reserve banks 


in emergencies; 2. To make Government. 


securities purchased by the Reserve banks 
eligible as collateral for Federal Reserve 
notes, thus increasing the latitude of the 
Reserve banks with respect to open mar- 
ket operations and adding to “free gold.” 

The bill provides for two types of emerg- 
ency borrowing from the Federal Reserve 


Banks. The proposed changes have 
aroused criticism in some quarters as lead- 
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ing possibly to abuse of Federal Reserve 
credit and making the Reserve banks a 
dumping ground for all sorts of low grade 
paper. The law, however, sets up a num- 
ber of safeguards against such contingen- 
cies. The provision of the bill which per- 
mits the Reserve banks to use their pur- 
chased Government securities as collateral 
for Federal Reserve notes has been criti- 
cized on the ground that it is inflationary in 
that it substitutes Government credit for 
gold and commercial paper as backing for 
the currency. It was not foreseen by the 
authors of the Federal Reserve Act that 
the demands for currency might become 
heaviest just at a time when, owing to a 
business depression, the supply of commer- 
cial paper is at its lowest. Yet this is 
what has occurred. Under the circum- 
stances, it seems clear that some tempor- 
ary provision for broadening the basis of 
the currency is not only justified, but 
necessary, if undue constriction of credit 
is to be avoided. Monthly Letter of The 
National City Bank of New York, March, 
1932, p. 34:3. 


How Accountants Can Assist the Sales 
Department in Controlling Cost 
of Distribution 
The accountant has access to basic facts 
and he has the ability to co-relate these 
facts, to point out to the sales department 
those places where waste exists. Waste 
has never been known to eliminate itself. 
Something must be done about it. This 
something means action. Action must be 
based on facts. The facts must be news, 
not history. Here lies opportunity and 
privilege for the accountant. By Walter 
F. Titus. N. A. C. A. Bulletin, January 

15, 1932, Section I, p. 681 :6. 


Hospital Cost Accounting 
Many hospitals are now controlling the 
cost of operations so effectively through 
the use of adequate cost information that 
they are able to give better service at very 
little, if any, higher cost to the patient 
than formerly. An excellent example of 
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such control is found in the University of 
Michigan Hospital at Ann Arbor. The 


cost accounting system in use in this hos- 
pital is discussed in detail in this article. 
By G. P. Bugbee. N. A. C. A. Bulletin, 
Feb. 15, 1932, Section I, p. 789 :17. 


What the Reconstruction Plan Means 
to Your Bank 


The Reconstruction Finance Corpora- 
tion marks by the very fact of its organ- 
ization a pronounced shift from defensive 
to offensive tactics in the nation’s struggle 
to throw off the effects of economic de- 
pression and over-deflation. 

Its wide powers; its ability to act quick- 
ly; and its power to make loans if fully 
and adequately secured, to any bank, sav- 
ings bank, trust company, building and 
loan association, insurance company, mort- 
gage loan company, credit union, Federal 
land bank, joint stock land bank, Federal 
intermediate credit bank, agricultural 
credit corporation and to the receiver of 
any closed bank, will reduce wasteful 
liquidation of sound but frozen assets of 
banks and will be an important factor 
operating towards recovery. 

Specific provisions of the Act creating 
the Reconstruction Finance Corporation 
are commented upon. By Morris Ed- 
wards. American Bankers Association 
Journal, February, 1932, p. 489:6. 


Cutting the Cost of Cost Accounting 


A few examples of what the author con- 
siders luxury cost systems are described. 
We are in a period of old-fashioned thrift. 
The cost system must produce more in- 
formation at the same cost, or else pro- 
duce the same information at a reduced 
cost. The author suggests that the cost 
audit be statted with the labor records. 
Probably more time is spent on unneces- 
sary clerical detail in collecting, posting 
and tabulating labor costs than at any other 
point. Burden is also not infrequently 
handled in a too detailed manner. Per- 
haps also the budget is taking up too much 
time. Unless the budget can be and is 
used as an operating guide and a funda- 
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mental basis for costs, it is of no value. 
The author advises that cost and account- 
ing problems be studied from the point of 
view of the outsider and that a construc- 
tive program of betterment, based on the 
changed conditions be developed, and car- 
ried into effect. By Clinton W. Bennett. 
N. A. C. A. Bulletin, March 1, 1932, Sec. 
I, p. 861:14. 


The Budget As a Credit Guide 
The submission of an operating budget 
to the creditor is a step in the direction of 
progress. The budget will prove to be 


an invaluable guide to the credit grantor 
in making comparisons of estimated per- 
formances with the actual. Any drastic 
changes in the credit risk will thereby 
be known in time. By William Straus. 
Credit Executive, February, 1932, p. 22:1. 


A Comparison of Twenty-Four New 
York Banks and Trust Companies 
Twenty-four New York banks and trust 

companies are compared as to: date or- 

ganized; capital; surplus and undivided 

profits; deposits on December 31, 1931 

and on December 31, 1930; number of 

shares outstanding; par value of shares; 
book value of shares; price of shares; 
range of prices in 1931 and 1930; the 
ratio of deposits to capital funds; the 
ratio of market to book value; dividend; 
and the average yield expressed as a per- 
centage. Dominick & Dominick, Jan., 1932. 


Insurance 


Industrial Guarantee and Relief Plans 

Twenty principal unemployment relief 
and job guarantee plans in use by Ameri- 
can industries are outlined in chart form. 
The following items are listed for each 
plan: character; date begun and date ef- 
fective; total number of employees and 
number covered; coverage; eligibility; 
benefits; financing; experience. This is 
an employer cross-section rather than an 
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Stabilizing Personal Credit 

The President, Household Finance Cor- 
poration, states, “The banker to the wage 
earner is rapidly coming to fill completely 
that important need for which his busi- 
ness was originally planned by a group 
of philanthropists, educators and business 
men.” Annually, a half billion dollars is 
made available to three million families, 
This sum, much of which is applied to 
the payment of open account debts, is 
helping to stimulate ‘both industry and 
commerce all along the line. By L. C, 
Harbison. Executives Service Bulletin, 
February, 1932, p. 5:2. 


Trial Balance Analysis 


When properly analyzed, a trial balance 
may be used as a basis for determining: 
1. current position; 2. net worth (esti- 
mated, where no inventory is obtainable) ; 
3. progress; 4. operating expenses. A trial 
balance analysis form which gives an ac- 
curate picture of these important facts is 
reproduced. Credit and Financial Man- 
agement, February, 1932, p. 20:2. 


Aids for Statistical Analyses 


Short methods and forms are presented 
by which the two statistical measures, av- 
erage and standard deviation, may be read- 
ily computed. By Harry G. Romig. Credit 
and Financial Management, March, 1932, 
p. 22:2. 


employee cross-section, since the labor or- 
ganization plans are not included. The 
various arrangements summarized cover 
the employment situations of about 160,000 
employees of whom nearly 150,000 are 
within the classes to which the benefits 
apply. As an aggregate this number of 
employees is not large. But it is signifi- 
cant, nevertheless. Pensions, which today 
are coming rapidly into general use, had 
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to have a beginning; the contributory 
pension was little more than an experi- 
ment as late as 20 years ago. And group 
insurance which is now an established in- 
stitution, was almost comparably insig- 
nificant within the last decade. Industrial 
Relations, January, 1932, p. 17:3. 


Some Phases of European Unemploy- 
ment Insurance Experience 


Europe is strongly in favor of compul- 
sion, for over 90 per cent of the insured 
are under compulsory systems. The oc- 
cupational coverage has been slowly 
broadening down to include the entire 
wage-earning population exclusive of cer- 
tain highly regular occupations, certain 
highly irregular or seasonal occupations 
and, generally, agriculture and domestic 
service. While the original trade union 
schemes were predominantly industrial, 
the present governmental systems are pre- 
dominantly non-industrial in that to a very 
great extent all contributions are pooled. 
There is a growing body of opinion fav- 
oring modification in the direction of 
insurance by industry. Europe has less of 
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the faith prevalent in America that plac- 
ing all costs upon employers will stimulate 
them to reduce unemployment; all coun- 
tries but Russia require employees to con- 
tribute. Most of the recent schemes grad- 
uate benefits according to wages, depart- 
ing from the original plan of a flat-rate 
basis, which, however, continues in Great 
Britain except for the differentials for 
men, women, boys and girls, and accord- 
ing to number of dependents. In recent 
years the British system has been charged 
with contributing to the maintenance of 
excessively high rates of wages and so 
giving rise to a measure of unemployment 
that would have been non-existent at a 
lower wage level. However, there are 
other elements of inflexibility as well as 
wages; the charity. method may also in- 
troduce rigidity; and when unemployment 
insurance assesses contributions and pays 
benefits on a percentage-of-wages basis it 
is less open to this indictment than when 
a flat-rate procedure is adopted, By Bryce 
M. Stewart. Address before Annual Meet- 
ing of Academy of Political Science, 
November 13, 1931. 


Space: Location, Equipment, Arrangement 


Space Management in the Office 

In order to use office space to the best 
advantage intelligent forethought and care- 
ful planning are necessary. In arranging 
an office the various units should be prop- 
erly coordinated and placed to the best 
advantage, in alloting space in an existing 
structure departments should be properly 
coordinated and placed in the available 
space which best meets their requirements, 
and in planning the new building the space 
should be so designed as to meet require- 
ments, with a definite provision for future 
growth if it is the intention to take care 
of this factor. Analysis of the needs of 
the organization is an important factor 


in plan efficiency. A series of charts illus- 
trates three cases of office rearrangement 
which cover the outstanding features and 
illustrate how space requirements may be 
reduced and the causes of lost motion elimi- 
nated. By Victor Cahalin. The Office 
Economist, March, 1932, p. 3:3. 


Sound-Proofing the Modern Bank 

The methods whereby many modern 
banks have been sound-proofed are de- 
scribed in this article. In recent sound- 
killing installations the ceilings are com- 
posed of more or less porous materials, 
which absorb the waves. Some of them 
are of mixtures of fiber, such as hair, 
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mixed with asbestos, which is both sound- 
absorbent and non-inflammable. Tiles 
made of more or less porous material— 
some of them very cellular in texture— 
are also employed. There are sizable 
plaques which may be clamped on metal 


Records: Forms, Charts, Cards, Files, 


Business Messages 


The first aim of language is to express 
our thoughts; the second is to do so with 
dispatch. A study of telegrams, cable- 
grams, etc., and the art of sending brief 
messages with pith and core. By Wilmer 
Alice Adams. The Office Economist, Feb- 
ruary, 1932, p. 7:1. 


How the A. M. A. Cuts Printing Costs 

In planning printing specifications the 
American Management Associatién ap- 
plies, among other questions, these: 1. 
What is the main purpose that the printed 
matter is to serve? 2. Is it to be filed for 
reference, or is it destined for an early 
end in the incinerator? 3. If it is to be 
mailed, can it be sent without an envelope? 
4. Will the recipient carry it in his poc- 
ket? 5. Is it to be much handled? 6. If 
it’s a booklet, does it need a cover? 

The association saved money by restyl- 
ing the format of booklets, abandoning an 
awkward size for a page size 6 by 9 in- 
ches and type-page size 454 by 7%. The 
restyled booklets are self-covered. 

Methods developed by the Association 
staff are applicable in many instances to 
the production of brochures, pamphlets, 
circulars, folders, announcement cards and 
company magazines. 

Thorough study of postal regulations is 
recommended for savings often not obvious. 
A competent printer can give advice for 
economies. 

After a piece of printed matter has been 
designed, the A. M. A. uses a specifica- 
tion sheet (illustrated) for two purposes: 
to compare printed bids and to check the 
printer’s bills. Especially significant are 
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supports of the ceiling without other fur- 
ring. Panels of lighter construction, con- 
taining asbestos and mineral wool, have 
been used with success in the working 
quarters of many financial institutions. By 
John Walker Harrington. The Bankers 
Magazine, February, 1932, p. 159:6. 


Statistics 


the points in the specifications that cover 
corrections, By E. K. Donald. Manage- 
ment Methods, March, 1932, p. 158:1. 


Unit Stock Control Stabilizes Inventories 


The basic record of the Brooks Bros. 
plan is an 8 x 5 card (illustrated). The 
flexibility of the method permits various 
groupings and classifications. One card 
can record stock in nine different sizes of 
a certain style of article, at a particular 
price, and in a specified color, Similar 
cards record quantities on hand for other 
prices and colors of the same article. 

All cards for the article are grouped be- 
hind a tabbed master card and can be 
elevated in the file drawer for inspection 
by pulling the tab. A picture of the con- 
dition of stock of the particular article 
is instantly available. Variegated colored 
cards differentiate as to color or style of 
material and permit grouping for analyti- 
cal survey of turnover, etc. 

When the system was installed the com- 
pany took a physical inventory and trans- 
ferred the inventory to the cards as open- 
ing entries. Each day the receiving de- 
partment reports in detail the receipt of 
merchandise purchased from outside 
sources. The company’s own factory re- 
ports finished goods turned over to stores.” 
From these forms a clerk in the unit stock 
control section posts the items to the “pur- 
chased and returned” columns of the con- 
trol cards. 


Each day the unit stock control section 
receives copies of all sales slips. A clerk 
sorts them according to articles. From 
these slips the clerk posts the sales to the 
“S” column of the control card and en- 
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ters the balance on hand. When a slip 
covers several articles, it is re-sorted af- 
ter each item is posted. 

Price changes are made on the cards 
daily. The price on the control card is 
important, not only as a medium of classi- 
fication but also as a check on prices on 
sales slips. 

This company sees the use of this sys- 
tem as a perpetual inventory and its con- 
solidating) many separate records. Man- 
agement Methods, March, 1932, p. 152:1. 


Something New in Payroll Checks 


Two of the present problems of busi- 
ness in the matter of using checks are 
how to defeat the evils of payroll padding 
and how to furnish an effective and sim- 
ple means of identification. The facsimile 
check which has recently been introduced 
for use in Rex Cole, Inc., in order to at- 
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tain the greatest possible office efficiency 
circumvents these two difficulties. The sig- 
nature of each employee of the company 
is obtained on a stencil sheet made upon 
material upon which writing with a pen 
or other suitable stylus cuts a porous im- 
pression, through which ink will pass with- 
out penetrating the remainder of the sheet. 
A set of these stenciled signatures, com- 
prising all the employees of the company, 
is filed for payroll purposes. 

Check blanks are used having upon them 
the usual printed matter and a name space 
upon which the stencil can be adjusted. 
The person who makes up the payroll 
checks simply stencils the name of the 
employee into this space, with the result 
that upon each check is a facsimile signa- 
ture of an employee. By A. L. White. 
The Office Economist, March, 1932, p. 
10:1. 


Organization: Job Analysis, Employment, Pay, Tests 


Office Organization and Management 

This article points out that where at- 
tention has been directed to centralized 
control of all clerical activities tremend- 
ous savings have resulted. An organiza- 
tion arrangement is suggested in which 
someone—who may or may not be called 
“office manager”—is a staff technician who 
is in functional charge of the way cleri- 
cal work is done by every clerical worker. 
In the collection’ department, for instance, 
he does not decide how collection letters 
shall be worded or what shall be the col- 
lection terms; but he does decide as to 
the best arrangement, the most suitable 
forms, the best equipment. There is given 
a series of 29 questions on organization 
and management which will serve as check- 
ing points on which individual offices may 
rate themselves. The office management 
set-up of one company—the Eastman Ko- 
dak Company—is illustrated in chart form. 
By Norman C. Firth. Management Meth- 
ods, March, 1932, p. 160:2. 


An Employment Plan 

At the centralized employment office of 
the Fidelity Mutual Life Insurance Com- 
pany an application form is used that pre- 
sents, conveniently and clearly, all the in- 
formation needed to select eligibles for the 
job. After the initial interview the ap- 
plicant is rated and the applications are 
indexed and filed chronologically under the 
proper classification. A card bearing the 
applicant’s name and index number and 
filed alphabetically, completes the record. 

When there is a vacancy the major re- 
quirements are listed. These enable the 
employment department to select about a 
dozen applicants who appear qualified. 
The special factors that are likely to de- 
termine whether the applicant will be happy 
and efficient in the job are then listed and 
the applicants rated from one to ten un- 
der each of these qualifications. The five 
who score highest are considered eligible. 
Practical tests are then given to the three 
highest. These usually eliminate one of 
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the three until the next step in the pro- 
cedure, which is to determine the prefer- 
ence of the department head. A physical 
examination is the next step. 

A follow-up is made four months after 
the employee has been taken on. These 
first six months are considered probation- 
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ary and if the employee is a misfit his ser- 
vices are supposed to be terminated before 
then. 


This employment procedure is explained 
by the company’s personnel director and 
the forms used in it are illustrated. By 
Clinton P. Mayfield. Management Meth- 
ods, March, 1932, p. 154:2. 


PRODUCTION MANAGEMENT 
General: Promotion, Organization, Policy, Development 


Industry Sees Air Conditioning As 
Eventual $5—Billion Market 

Utilities, chemical industries refrigerator 
builders, ice men are planning aggressive 
campaigns on the strength of the possibili- 
ties of air conditioning. They even go so 
far as to hint that this may be the indus- 
try which will take the place of the auto- 
motive industry of 1922 in bringing back 
prosperity. When properly exploited air 
conditioning will find uses, beyond the 
present ones, in deep-shaft metal mines, in 
foundries and machine shops, in paint shops 
and other industrial establishments. Then 
there is the vast, almost untouched, market 
in the home. Other manufacturers in var- 
ious industries from automobiles to radios, 
see air conditioning apparatus as some- 
thing they can make with their factory 
equipment and are getting ready to jump 
in if it should prove to be as broad a 
market as it promises. The Business 
Week, March 16, 1932, p. 11:1. 


The Machinery Industry During 
Depression 

Some observations which point out that 
the business cycle is peculiarly severe on 
the equipment industries and far more 
friendly to enterprises manufacturing or 
distributing “consumer goods,” and draw 
the conclusion that the mortality expe- 
rience over a number of years in the one 
industry upon which all other enterprises 
depend for their equipment and for their 


progress, would indicate that it is neces- 
sary to raise the standard of management 
in this industry, positively and definitely. 
By W. H. Rastall. Mechanical Engineer- 
ing, March, 1932, p. 181:4. 


Butterworth’s Readjustment Involves 
Every Phase of the Business 


H. W. Butterworth & Sons Co. (textile 
machinery) was faced in 1930 with the 
problem of revisions necessitated by the 
reduced call for its product as more and 
more mills were closed, the competing 
machinery from Germany and England at 
lower prices, and the inevitable price war. 
An estimate of the situation was made 
and the following points determined: 1. 
The company was over a hundred years 
old. This was an asset in that it had built 
up a good reputation through the years. 
It was a handicap in that it had accumu- 
lated a lot of bad habits. 2. The company 
was Over-conservative ; it worked too much 
on beliefs rather than on facts proven by 
accurate records, 


The sum of the company’s troubles were 
totaled and the process of eliminating them 
begun. Engineers started to redesign the 
company’s line completely. The machinery 
is now able to meet the modern cry of 
speed. At the same time the eye appeal 
has been studied and developed as never 
before. Also shop methods have been con- 
siderably modernized. The sales depart- 
ment started its housecleaning with its 
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records. It dug into the past and came 
out with records and figures that had never 
been put to work. These were made into 
charts—arranged chronologically and put 
into modern visible files which permitted 
their utilization to the utmost. The mail- 
ing list was overhauled and cut, maps were 
brought into use, sales quotas set for 
branches. 

As a result sales for 1931 showed an in- 


Industrial Economics: Labor and 
Immigration 


Trends in Industrial Management 

In spite of the difficulty that the variety 
and complexity of managerial problems and 
policies in American industry place in the 
way of analysis, it is possible to discern 
in the significant economic changes that 
have taken place in recent decades indica- 
tions of certain trends in industrial man- 
agement. In a review of them the Presi- 
dent, National Industrial Conference 
Board, points out that on the whole it is 
clearly evident that in the exercise of 
managerial functions the thinking and act- 
ing of American industrial executives is 
in the direction of greater regard for the 
social consequences of economic policy. In- 
dustry’s primary responsibility to its stock- 
holders is still recognized, but the convic- 
tion has been growing that this economic 
responsibility is closely linked with an 
obligation, equally binding upon industry, 
to render also a social service. There is 
abundant proof that American industry is 
discharging this obligation. It is doing it 
in well-considered, sound ways, because it 
finds it good business as well as good so- 
cial policy to do so. The narrow individ- 
ualism of the past is rapidly being sup- 
planted by intelligent cooperation in solv- 
ing the problems of industry without weak- 
ening the competitive process, but rather 
strengthening its potentiality for economic 
and social good. The closer relationship 
how prevailing among executives in Amer- 
ican industry, fostered frequently through 


crease in volume over 1930 of nearly 10 
per cent. The conclusion is drawn that 
although the depression has been a hard 
taskmaster it has been also a real blessing 
in that it has taught the sound lesson that 
self-analysis, cooperation and hard work 
will produce profitable results, even in sub- 
normal times. By J. E. Butterworth. 
Class & Industrial Marketing, March, 
1932, p. 19:2. 


Capital, Legislation, Wage Theory, 


association effort, is in itself an educa- 
tional force contributing to the develop- 
ment of sound policies. Insofar, then, as 
there are any discernible trends in Ameri- 
can industrial management, they are toward 
a leadership animated by spirit of social 
service as well as of economic achieve- 
ment and imbued with a desire and de- 
termination to make management a con- 
structive factor in the social progress of 
the nation. By Magnus W. Alexander. 
N. I. C. B. Service Letter, Jan. 30, 1932, 
p. 1:3. 


When We Choose to Plan 


This issue devoted to national planning 
starts with an article by Stuart Chase who 
says that behind the shoulders of every 
man in the Republic stand the ghosts of 
economic insecurity. If we are going to 
have a mechanical civilization we have got 
to control it. To Mr. Chase planning 
offers hope for recapturing control over 
our own lives. Lewis L. Lorwin, in the 
next article, says, “Planning is not a de- 
vice to contract energy or limit outlook.” 
Dr. Lorwin presents a clear picture of 
planning, tells how planning has been at- 
tempted under three political systems and 
how it can be made at home in the United 
States. J. P. Chamberlain shows how 
voluntary planning may be dovetailed into 
the jigsaw puzzle of our national and 
state statutes and the constitutions on 
which they are based. 

H. S. Person tells the story of the de- 





114 THE MANAGEMENT REVIEW 


velopment of scientific management as an 
implement of planning; how it has grown 
from its early beginnings at the work- 
bench where hunch and guess and chance 
were the rule in handling men and ma- 
chines, until today it serves far-flung 
multiple-plant corporations—and tomorrow 
may be applied to whole industries. Busi- 
ness enterprise offers its Swope plan— 
appraised in this issue by Robert W. 
Bruére; labor, the leadership of Sidney 
Hillman. 

The planning idea is next brought down 
to four great segments of American in- 
dustry. Henry P. Kendall shows its 
thwarted first steps in textiles; E. C. 
Lindeman its application to the installa- 
tion of dial telephones; William Hard casts 
his lance at the old habit-pattern of produc- 
tion for market in steel; and Morris L. 
Cooke floodlights an electrical future when 
the rank and file of consumers come into 
their own. E 

Beulah Amidon, in conclusion, suggests 
the question, “In some new and modern 
incarnation, can the old American dream 
of opportunity for all become the goal of 
American Industry?” The Survey, March 
1, 1932. 92 pages. 


Can Prices, Production and Employ- 
ment Be Effectively Regulated? 

A series of addresses and papers pre- 
sented at the annual meeting of the Aca- 
demy of Political and Social Science in- 
cludes: Community Responsibility for the 
Relief and Prevention of Unemployment, 
by Allen T. Burns; The Rochester Unem- 
ployment Benefit Plan, by Marion B. 
Folsom; Is Unemployment Insurable? by 
Frederick H. Ecker; Some Phases of 
European Unemployment Insurance Ex- 
perience, by Bryce M. Stewart; Can Agri- 
culture Affect Prices by Controlling Pro- 
duction? by Edwin G. Nourse; Industrial 
Production and Price Control, by Ralph 
C. Epstein; The Maintenance of Wages, 
by George H. Soule, Jr.; The Necessity 
for Wage Adjustments in the Present 
Crisis, by Malcolm C. Rorty; Stabilization 
of Industry, by Gerard Swope; Interna- 


tional Financial Problems, by Norman H. 
Davis; Democracy in the World Crisis, 
by Albert C. Ritchie; New Problems and 
Methods of Government, by James T. 
Shotwell. Proceedings of the Academy 
of Political Science, January, 1932, 604 
pages. 


Handbook of Labor Statistics, 1931 
Edition 

The third handbook of labor statistics 
prepared by the United States Bureau of 
Labor Statistics follows the same general 
lines as the former volumes and supple- 
ments them by presenting a digest of the 
material published since the last edition 
(1929) was prepared. Thus the three vol- 
umes constitute a convenient abbreviation 
of most of the published work of the bur- 
eau. Bulletin of the United States Bureau 
of Labor Statistics, No. 541, September, 
1931, 928 pages. 


Factors Affecting Shorter Work 
Schedules 

In 1929 the average work week in 
manufacturing industries was approxi- 
mately 48 hours. Now it is about 37 
hours. Back of these figures may be read 
a steady lowering of hours of plant op- 
eration in the endeavor to find the point 
of supply and demand equilibrium. Pres- 
ent instances of operation on shorter sched- 
ules which have become effective since the 
beginning of the business depression must 
be regarded as in the nature of emergency 
measures. While announced five-day week 
schedules have been fairly numerous in 
recent months and a few companies have 
temporarily adopted the six-hour day, these 
are to be regarded more as indicating fu- 
ture possibilities than as definite commit- 
ments to the policies now in force. They 
have, however, served to raise the whole 
question of the feasibility, economic sound- 
ness and social desirability of a widespread 
adoption of shorter working periods. The 
possible effects of such a policy on em- 
ployment, wages, production, prices, me- 
chanization, and the ideal condition of full 
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utilization of equipment by industry, as 
well as legislative restrictions or working 
periods are discussed. N. J. C. B. Service 
Letter, Feb. 29, 1932, p. 397 :4. 


Employment Trends in St. Paul, 
Minneapolis and Duluth 


Discovery of the underlying causes of 
unemployment in the three large cities of 
a representative state was the aim of the 
study reported in this bulletin. The sur- 
vey will include an intensive study of in- 
dustrial conditions, particularly those re- 
lating to unemployment, in Minneapolis, 
St. Paul, and Duluth; also diagnosis and 
retraining, when this seems advisable, of 
four thousand unemployed persons who 
have registered for this service. This pro- 
ject further involves an attempt to im- 
prove existing methods in public employ- 
ment offices. Bulletins reporting the re- 
sults of the investigations and experiments 
carried on under the survey will be pub- 
lished at intervals during the next two 
years. By William H. Stead and Dreng 
Bjornaraa. Bulletin of the Employment 
Stabilization Research Institute, Univer- 
sity of Minnesota, November, 1931. 134 
pages. 


Does Personnel Work Pay? 
Personnel work should be able to stand 
on a dollars-and-cents basis, or it should 
not stand at all, according to the Director 
of Personnel, Schools of Engineering, Pur- 
due University. In substantiation of this 
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statement he considers an industrial con- 
cern of a thousand employees and indi- 
cates how personnel work in such a plant 
might pay. Centralized employment ser- 
vice, a modern wage incentive plan, a 
health and safety division, a suggestion 
system and employee development services 
are points considered. Mr. Walters con- 
cludes that we should not look upon per- 
sonnel activities from a philanthropic, pa- 
ternalistic or charitable viewpoint, because 
such activities pay in actual dollars and 
cents. By J. W. Walters. Industrial Re- 
lations, March, 1932, p. 113:2. 


What Must We Do to the Machine? 


There can be no retreat from the ma- 
chine. The essence of mechanization is 
time saving, and economies in time have 
been passed along to every one. The ma- 
chine has opened more employment doors 
than it has closed, but its continued suc- 
cess as a generator of prosperity depends 
on the cultivation of mass consumption. 
This literally means financing the ultimate 
consumer, through adequate wages and div- 
idends, so that he can buy what the ma- 
chine can make. 


The capital to finance consumption can 
come from only two sources. One source 
is modernization, through which further 
gains in efficiency and savings in time can 
be won. The other is reduction of the non- 
productive load on the machine. By John 
H. Van Deventer. The Iron Age, March 
10, 1932, p. 595:6. 


Benefit Systems and Incentives: Pensions, Vacations, Profit Sharing, Wage 
Plans, Suggestions, Stock Ownership 


For Unemployment Insurance see Insurance Section 


Goodyear’s Industrial Relations 
Program 
Goodyear factory men have an average 
of between eight and nine years of ser- 
vice. There is a widespread feeling that 
the company is doing its bit to play the 
game “square.” The Goodyear Akron 


plant is one of the most complete systems 
in the world. Insurance, time-lost bene- 
fits, social clubs, athletics and sports, the 
Industrians Savings and Loan Company, 
the Hospital Association, the Service-Pin 
Club—in all there are 22 of these organi- 
zations—some of which are supported by 
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the employees themselves and others with 
company cooperation—all go to make up 
this satisfied feeling. And they are all 
proving their worth. 

The Goodyear Flying Squadron, the In- 
dustrial University, the Industrial Assem- 
bly, the Relief Association, the Hospital 
Association, social clubs, the pension plan 
are a few of the phases of the personnel 
administrative program that are doing their 
bit toward bringing about a happier and 
closer relationship between employees and 
the company. They are described. By 
George Applegren. Industrial Relations, 
March, 1932, p. 127:4. 


Steel Corporation Offers Employees 
Stock at $40 

Forty dollars a share is the price named 
by the United States Steel Corporation 
on 200,000 shares of common stock it has 
set aside for sale to employees in 1932. 
This is the lowest figure at which employ- 
ees have had an opportunity to buy. In 
1909, when common stock was first of- 
fered, the price was $50. Last year em- 
ployees subscribed for 126,627 shares at 
$140; in 1930 for 98,266 shares at $169, 
the record price; and in 1929, for 83,079 
shares at $165. The largest subscription 
was in 1921 when 255,325 shares were 
sold at $81. 

The amount purchasable is graded ac- 
cording to pay. Prior to completion of 
payments, dividends are credited on pay- 
ments, and in addition there are extra 
cash allowances for employees who re- 
tain their stock five years. Steel, Febru- 
ary 8, 1932, p. 21. 


Credit Unions on the Rock Island Lines 


The supervisor of personnel, Rock Is- 
land Lines, believes in credit unions as be- 
ing an effective device to help the aver- 
age employee to be of the greatest pos- 
sible assistance to himself. The history of 
credit unions in their entirety indicates a 
very happy condition—regular dividends to 
members, few losses and ever-increasing 
assets, and not one that went out of ex- 


istence through involuntary liquidation, 
Features of the 28 credit unions in opera- 
tion among the employees of the Rock 
Island Lines are discussed. By T. J, 
O’Shaughnessy. Industrial Relations, 
March, 1932, p. 121:3. 


Employee Stock Plans 

A result of the decline in stock prices 
from 1929 to 1932 has been that many 
corporations have abandoned plans to sell 
stock to employees at stated prices, by 
deductions from pay, while a few still ad- 
here to the policy. The Niagara Hudson 
Power Corporation has notified its em- 
ployees that it will ask the stockholders 
to modify the plan under which the em- 
ployees could acquire preferred stock and 
start over again on an improved basis. 
The New York Times, March 15, 1932. 


The Problem of Elderly Employees 

An analysis of personnel practices of 
more than 700 shops disclosed the following 
methods of providing for the superannu- 
ated employee: Eight per cent provide 
formal pension plans for the retirement 
of aged employees; 28 per cent provide 
financial aid only where it is needed by the 
retiring employee and always based on the 
merits of the individual case; 30 per cent 
limit their assistance to old employees to 
providing easy jobs such as watchman, 
door keeper, etc.; 34 per cent have as yet 
made no effort toward providing for super- 
annuated employees. 

Classified according to size of plant, the 
proportion providing formal pensions for 
the retirement of employees may be 
grouped as follows: of those shops with 
less than 100 employees, less than one per 
cent operate pension systems. . Of those 
with from 100 to 300 employees, slightly 
more than two per cent have pension sys- 
tems. Of those with from 300 to 1,000 
employees, more than 14 per cent have 
pension systems. Of those with more than 
1,000 employees, approximately two per 
cent have pension systems. 
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The conclusions are drawn that the only 
satisfactory solution yet found to the prob- 
lem of the superannuated workman is that 
of the pension plan and that the simpler 
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types of pension plans seem to be most 
popular and better received by the em- 
ployees as a whole. 
March, 1932, p. 131. 


Industrial Relations, 


Shop Methods: Industrial Engineering, Standardization, Waste, Rate Set- 


ting, Time and Motion Study 


Cut Costs, Speed Production 


Both materials handling and production 
costs have been reduced to a marked de- 
gree by the rearrangement of departments 
and machines in the plant of the Cleve- 
land Tractor Company. Line production 
is followed throughout, each department 
being equipped to turn out a finished part 
or assembly which may be directly incor- 
porated into one of the major assemblies 
or the tractor itself. This method of op- 
eration requires close synchronization of 
departments so that parts or assemblies 
reach their destination in the final 
assembly line in the volume and or- 
der needed. Mechanical handling sys- 
tems play a large part in the successful 
operation of this plan. The management 
firmly believes that engineering should be 
just as advanced in factory practice as it 
is in product design, and the whole lay- 
out of the plant and the special equipment 
in use bear witness to the fact that the 
company follows this idea through to its 
logical conclusion in practice. The pro- 
cedure is explained. By R. K. Mitchell. 
Materials Handling & Distribution, March, 
1932, p. 25:5. 


A Depression-Proof Product and How 
It Is Made 


Those companies which have found it 
possible to adjust their affairs to rapidly 
changing business conditions have fared 
best in the past two years. The Perfect 
Circle Company (piston rings) turned bus- 
iness losses in a depression year into sub- 
stantial gains showing increases of 25 per 
cent in gross sales, 60 per cent in replace- 
ment sales and 100 per cent in exports. 


This company’s merchandising policies 
reflect unusual alertness to market read- 
justments. No less impressive are its man- 
ufacturing methods which are described in 
this article, from the making of castings 
through the various machining operations, 
to final inspection. By Rogers A. Fiske. 
The Iron Age, March 17, 1932, p. 655:5. 


Every Product a Salesman 


The vice-president, Eli Lilly & Com- 
pany says that a large share of the re- 
sponsibility for unsatisfactory sales right 
now is in the plant and not exclusively in 
the sales department. Eli Lilly runs its 
business on the principle that the manu- 
facturing department must constantly keep 
producing goods which fill current needs 
and which a competent sales organization 
can readily sell at a profit no matter ho 
stiff the sales resistance. , 

Development of new products, mainte- 
nance of quality and reduction of costs 
through more economical manufacturing 
are given as the factors which enabled this 
company to report a small gain in 1931 
over 1930. Particularly interesting is its 
inspection compensation plan, so import- 
ant in the manufacture of pharmaceuticals. 
By Eli Lilly. Factory and Industrial 
Management, March, 1932, p. 97:3. 


Small Company Profits From Close 
Production Control 


Experience of the Stimpson Computing 
Scale Co. is proof that the small company 
as well as the large one can profit from 
close control of production and from in- 
stallation of a standard cost system. Bene- 
fits include a large reduction in inven- 
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tories, consolidation of departments re- 
sulting in increased efficiency, concentra- 
tion of responsibilities, and ability of the 
management to ascertain instantly the 
profitable or unprofitable operation of any 
department. The forms used are illus- 
trated and explained. By Burnham Fin- 
ney. The Iron Age, Feb. 25, 1932, p. 
483 :5. 


Tying Materials Handling to Produc- 
tion Control 

The Nash Engineering Company has 
developed an efficient method of provid- 
ing for the internal transportation of ma- 
terials from the storeroom and warehouse 
to the production departments, and from 
one department to another in the plant. 
This movement originates with the pro- 
duction control department and future 
movements are according to the schedules 


Research and Experiment 


New Products May Mean Scattered 
Effort 

The president of Jane E. Curran, Inc., 
makes the point that new products involve 
expense which often might better be spent 
on the established line. Those that will 
win consumer acceptance will be the re- 
sult of careful planning and wisely di- 
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worked out by this department. The 
mechanical facilities which have been pro- 
vided have been selected and their use 
has been planned with this end in view. 
The system is explained in detail. By 
F. A. Westbrook. Materials Handling & 
Distribution, February, 1932, p. 36:3. 


Goodyear Controls Its 
Freight Shipping 

The bulk of the Goodyear Tire & Rub- 
ber Company’s shipments go by rail but 
there is a considerable amount of local 
tonnage via trucks. Hence a real prob- 
lem of delivery arose that demanded scien- 
tific arrangement of storage and loading 
methods. The new arrangement is de- 
scribed and several forms used in the ship- 
ping process illustrated. By C. C. Stuber. 
Materials Handling & Distribution, 
March, 1932, p. 17:5. 


How Motor 


rected merchandising policy. Others are 
destined for the unknown either because 
they have their origin in the thought that 
mere wandering into new pastures will 
yield eagerly sought profits, or because 
manufacturers have unwisely rushed their 
desire for expanded markets. By J. H. 
McShane. Printers’ Ink, March 3, 1932, 
p. 33:1. 


MARKETING MANAGEMENT 


Here’s a Formula for Setting Sales 
Territories 


The Toledo Scale Company’s sales or- 
ganization is split up into: 1. Exclusive 
retaik salesmen; 2. Exclusive industrial 
salesmen; 3. Exclusive parcel post and 
mailing scale salesmen; 4. Exclusive per- 
son weigher salesmen; 5. Exclusive pre- 
cision device salesmen; 6. Combination re- 
tail and industrial salesmen in provincial 
territories (this last classification carries 


the full line.) Im assigning territories a 
careful analysis was made to determine 
how much retail business could be ex- 
pected per thousand people in various sec- 
tions of the country each year. Every 
territory was considered in the light of 
five factors: 1. Number of retail outlets; 
2. Purchasing power per capita; 3. Num- 
ber of automobiles in relation to the pop- 
ulation; 4. Incomes over $2,000 per year; 
5. Percentage of foreign born population. 
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The territories were then classified. Ex- 
clusive industrial salesmen operating in 
metropolitan areas are not assigned any 
definite geographical area, but are given 
certain accounts to handle. This method 
enables the company to concentrate similar 
industries in any given city under the 
salesman who is best adapted to sell that 
particular industry. By H. C. Whitehorne. 
Printers’ Ink, February 25, 1932, p. 53:3. 


The High Cost of Small Orders 

The small order problem is not confined 
to the purchase of Sunday’s dinner. It 
is here to stay in many industries. The 
increased load which small orders impose 
on distribution costs is discussed. By 
Harry N. Knowlton. Factory and Indus- 
trial Management, March, 1932, p. 105:2. 


Why We Stuck to Quality in the Teeth 
of a Price Wind 

The Upson Company came through 1931 
with slightly less volume, but with more 
profit. On December 31 they declared an 
extra dividend. There was no reduction 
in the number of employees, no wage cuts 
were made, and prices were maintained. 
The sales policies responsible for this rec- 
ord were emphasis on quality rather than 
price, cooperation with dealers on their 
problems, the stressing of the necessity 
for profit, the urging of dealers to do out- 
side selling, and the development of new 
uses through research. They are discussed. 
By W. Harrison Upson, Jr. Sales Man- 
agement, March 5, 1932, p. 354:2. 


Stops Price Cutting by Putting Dealer 
Profits First 


This article tells how Yardley & Com- 
pany, Ltd. has solved the problem of 
maintaining dealer benefits by considering 
sales volume second to profits for dealers. 
This organization has an open and above- 
board policy of being honest with dealers 
to assure them a full and fair profit on 
all business. Only dealers in sympathy 
with that policy are selected; prices, terms 
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and discounts are the same for all—large 
or small; the salesmen, like the dealers, 
are on an exactly equal footing. Yard- 
ley’s experience shows that it is possible 
for the manufacturer so to limit distri- 
bution that the problem of maintaining 
a profitable retail price will be automati- 
cally solved. By Curtis Campaigne. Prin- 
ters’ Ink, February 18, 1932, p. 3:4. 


How We Framed a New Sales Plan to 
Meet Today’s Problems 

A marketing program based upon com- 
pletely modernized sales policies has elimi- 
nated some knotty selling problems for 
Baer & Wilde and created for them, in the 
face of the demoralized market conditions 
of an “off” year, the strongest strategic 
position this company has ever held. 

Perhaps the most striking element in the 
revised selling program was a change-over 
from a policy of general jobber distribu- 
tion to one of highly selective distribution 
on a semi-exclusive basis. Where the com- 
pany formerly had 120 jobbers, they now 
have but seven. Yet these seven jobbers, 
as a result of the new policy bought in 
December materially more Baer & Wilde 
goods than the entire 120 had bought in 
the same month of 1930. And for the six 
months, June 1 to December 1, the busi- 
ness done with the seven wholesalers was 
substantially more than that done with all 
wholesalers (discontinued as well as the 
seven retained on the books) for the same 
period of time last year. Other import- 
ant changes in policy are outlined. By 
Jerome L. Grant. Sales Management, 
March 19, 1932, p. 422:2. 


Has Industry Gone Price Crazy? 

Manufacturers have been playing a reck- 
less game of follow-the-leader in the mat- 
ter of cutting prices until whole indus- 
tries and all their distribution factors are 
in a state of demoralization. The presi- 
dent, Electric Hose & Rubber Company, 
reviews the situation and asks the ques- 
tion, “How much further must we sink 
into depression before our business leaders 





120 


realize the truth about price warfare and 
the folly of sacrificing profit to volume?” 
By C. D. Garretson. Sales Management, 
Feb. 27, 1932, Sec. I, p. 290:3. 


How the Consignment Plan Can Protect 
Dealer Profits 

For many years Coty, Incorporated has 
been concerned with the problem of hav- 
ing its merchandise in the hands of re- 
liable dealers only. In January, 1932, the 
company eliminated all jobbers retaining 
the services of a few who have been ap- 
pointed sales agents to serve the small 
dealer who prefers to buy locally instead 
of direct. These agents are under con- 
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tract and merchandise is shipped to them 
by the company on consignment, the com- 
pany thereby having control. By means of 
this plan the company believes that it can 
prevent undesirable retailers from getting 
hold of its merchandise easily or in large 
quantities as they had formerly, using it 
as a “bait.” 

Although this plan has necessitated 
eliminating a number of accounts whose 
volume of purchases in 1931 amounted to 
a considerable sum, it is believed that 
eventually the company will receive more 
than it has deliberately dropped, and in a 
far more desirable manner. By H. L. 
Brooks. Printers’ Ink; March 10, 1932, 
p. 3:3. 


Sales Promotion: Letters, House Organs, Advertising 


Putting the Stockholders on the Sales 
Staff 


Many companies whose stocks are pub- 
licly owned are losing excellent opportuni- 
ties in making sales capital out of their 
stockholders—not only in selling them 
goods and services but in getting them to 
help in reaching new customers. What 
some of the leading corporations are do- 
ing along these lines is summarized in an 
article in two parts. By Lawrence M. 
Hughes. Sales Management, Feb. 27, 
1932, Sec. I, p. 286:3; March 5, 1932, p. 
361 :2. 


How Cluett, Peabody Pull Dealers Out 
of the Price Rut 


The manufacturers of Arrow shirts have 
found a three-reel silent film, “Points of 
Profits,” not only a means by which ac- 
tually to sell merchandise but an effective 
method of dramatizing a particular sales 
message designed to educate and develop 
the retail dealer. Dealers and salespeople 
of more than 1,000 retail organizations 
have seen the new film presentation with 
the result that many dealers have been 
taught to trade up, many are now stock- 
ing a wider Arrow line, and the manu- 


facturers are getting far better merchan- 
dising cooperation than they were ever 
given before. By A. L. Buchingham. 
Sales Management, March 12, 1932, p. 
394 :2. 


They'll “Buy Now” if We'll “Sell Now” 


There’s plenty of business to be had 
even in these hard times, judging by a 
survey of 205 concerns that did better 
business in 1931 than in 1930. They did 
not hold “buy now” campaigns—their im- 
proved business was due to increased 
sales effort. Nation’s Business, February, 
1932, p. 17:2. 


Sales and Advertising Plans and 
Methods of Alemite Corporation 


The Alemite Corporation offers an in- 
teresting example of what an aggressive 
concern can do to meet today’s selling 
problems. 

The general sales manager is the su- 
perior officer of the sales organization and 
is assisted in his work by three major 
executives, a wholesale sales manager, re- 
tail sales manager and advertising mant- 
ager. The distributors of the Alemite Cor- 
poration occupy almost the same position 
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as branch organizations do with some con- 
cerns. Sales quotas, based upon the num- 
ber of automobiles in the territories, are 
effective factors in the growth of this 
concern. 

The sales convention plan, the plan de- 
veloped to provide a check of distributors’ 
activities during the present state of busi- 
ness, the importance of sales manuals, mail 
campaigns and sales promotion work ac- 
complished through the company’s various 
publications are a few of the things de- 
scribed in detail in this brochure. Dartnell 
Sales Suggestions. Feb. 27, 1932. 
New Package Design Answers Old 
Query, “What’s in a Name?” 


The president, Pine Bros., Inc., tells 
how the sales of that organization’s prod- 
uct increased on an average of 240 per 
cent as a result of slight changes in pack- 
age design. This figure was determined 


by actual tests involving both the old and 
new packages. By Sidney W. Edlund. 
Printers’ Ink, March 3, 1932, p. 43:1. 


Outsell Your Competitor by Outthinking 
Him 
The president, U. S. Radio & Television 
Corporation offers this advice: “Fit your 
expenses to your business; wrap your 
merchandise in the most attractive pack- 
age possible, and sell it to the public at 
the price the public wants to pay; elimi- 
nate swivel chair executives.” Add to this 
“evolve and sell ideas along with your 
merchandise,” and the enviable cash posi- 
tion of this company during a difficult time 
—when the saturation point in the radio 
industry was thought to have been reached 
—is accounted for. Interview by George 
Applegren with J. Clarke Coit. Forbes, 
March 15, 1932, p. 16:2. 


Salesmen: Selection, Training, Compensation 


Managing Salesmen in 1932 


This supplement is devoted entirely to a 
discussion of hiring, training, paying and 
equipping the 1932 salesman. It includes 
the following sections: 1. Seventeen 
Sources for Finding Good Salesmen (a 
chart) ; 2. Training Salesmen and Dealers, 
including an outline of General Electric’s 
course and summaries of training plans 
used by such companies as A<tna Life In- 
surance Co., Oakland Motor Car Co., Tim- 
ken-Silent Automatic Co., and others; 3. 
Equipping and Stimulating Salesmen, in- 
cluding summaries of sales equipment, con- 
tests and other stimulation plans used by 
Electrol, Inc., Scripps-Howard Newspapers, 
Premier Vacuum Cleaner Co., Chase 
Brothers and others; 4. Compensating 
Salesmen: trends in salesmen’s expense ac- 
count practices, a summary of trends in 
compensation study of salesmen’s auto- 
mobile allowances and summaries of com- 
pensation plans used by such organizations 
as Coffee Products of America, Inc., Fred- 
erick Stearns & Co., S. K. F. Industries, 


etc.; 5. Controlling Salesmen in the Field: 
an improved field control plan; selection 
routing ; chart of sales call analysis; Inter- 
national Magazine’s equal value territories ; 
route lists for working city markets; 6. 
Fifty Plans for Increasing the Productivity 
of Salesmen. Sales Management, February 
27, 1932, Sec. II, p. 332:2. 


Our Customers Suggested Our Sales 
Talk 

When the 1932 sales portfolio for the 
brake lining salesmen of Johns-Manville 
Corporation came up for consideration it 
was decided that, although economy might 
be the watchword, an investment in a 
soundly planned portfolio was warranted 
by the times. The first step in getting the 
portfolio started was a survey conducted 
by mail among 5,000 brake service stations, 
to obtain the brake service man’s slant on 
the essential requirements of brake lining. 
The interest aroused was very great. The 
first pages of the portfolio tell the story of 
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this survey, how it was conducted and the 
final results of the balloting. The port- 
folio then proceeds to explain in question 
and answer style, how J-M brake lining 
meets these requirements of the brake spe- 
cialists, taking up each point selected by 
the jury of brake men and giving Johns- 
Manville’s answer to them. Simple charts 
and photographs add to the presentation. 
By Howard T. Bain. Printers’ Ink Month- 
ly, March, 1932, p. 24:2. 


This Bonus Plan Creates Nest Eggs for 
Salesmen 

The Studebaker Master Salesmen’s Club 
pays dividends on a car basis, thus build- 
ing up slack season compensation. Every 
man employed in the sale of the company’s 
passenger cars or trucks as a regular means 
of livelihood is eligible for membership. 

For every car or truck sold between Jan- 
uary 1 and September 30, 1932, by a sales- 
man who is a member of the Studebaker 
Master Salesmen’s Club the company will 
put aside $5. On October 31, November 
30, and December 31, each member will re- 
ceive the total amount credited to him in 
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three equal instalments. The payment is 
subject to three conditions: 1. The sales- 
man must have sold a minimum of 20 new 
cars from the date of his registration in 
the club to September 30; 2. the salesman 
must satisfactorily have completed certain 
specified sales courses; 3. the salesman 
must have been engaged continuously in 
the sale of the company’s products from 
the date of his registration up to dates on 
which distribution is made. Printers’ Ink, 
March 3, 1932, p. 28:1. 


Is Selling a Lost Art? 


Industry needs the full force of creative 
salesmanship to re-establish confidence and 
counteract the state of demoralization 
which has been so characteristic of dis- 
tribution during the past year or two, says 
the President, Eectric Hose & Rubber 
Company. Why is it that so few con- 
cerns realize that real selling is still as 
effective as it ever was, and that it is only 
folly to abandon it in a frantic attempt 
to sell on a straight price basis? By C. 
D. Garretson, Sales Management, Jan- 
uary 23, 1932, p. 116:3. 


Buying, Receiving, Storing, Shipping 


When You Pack—Save 
All too often is the packing and ship- 
ping department treated like the prover- 
bial stepchild. When proper attention is 
given to equipment and layout, substan- 
tial savings may be had for the taking. 
Packing and shipping layouts in a tex- 
tile mill and a silverware plant are shown 
and discussed in a series of two articles. 


Benefit Systems and Incentives: 


Plans for Pushing Neglected Items 

While the offering of bonuses in differ- 
ent forms leads in popularity as a means of 
getting salesmen to concentrate on slow 
moving items it is interesting to note that 
the experience of many firms has been 


By Harry N. Knowlton. Factory and In- 
dustrial Management, January, 1932, p. 
12:3; February, 1932, p. 61:2. 


Mass Delivery 


A discussion of the trend in goods dis- 
tribution and the economies of the cen- 
tralized plan of delivery by transporta- 
tion specialists. By J. Bullard. Power 
Wagon, January, 1932, p. 28:3. 


Bonus Plans, Vacations 


that the bonus to be effective must be 
substantial. Under present business con- 
ditions the “cash appeal” has proved the 
most popular with salesmen and a num- 
ber of companies report the employment of 
cash bonuses. 
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Another interesting fact concerning 
bonuses disclosed by this investigation is 
the duration of the period in which such 
incentive is most effective. Reports on 
this point substantiate the fact that bonus 
offers for indeterminate periods of time 
do not produce as satisfactory results as 
where a definite time limit is employed. 
The most successful arrangements report- 
ed are those in which salesmen are given 
a bonus for selling certain items within 
a limited period of time such as thirty, 
sixty or ninety days. However, as can 
readily be seen, this is a proposition that 
must be regulated to suit individual re- 
quirements and the item being sold. 

The practice of using sales contests to 
get salesmen to concentrate on neglected 
items has been found quite successful in 
many lines of business. This plan, due 
to its flexibility, can be easily adapted to 


Retailing 


Markets by Incomes 

How do people in different income brack- 
ets spend their money? A recent study of 
the relation of income to retail purchases 
was made in Appleton, Wisconsin, by Time, 
Inc. These purchases reveal the buying 
habits of six thousand American families in 
various income levels as told to investiga- 
tors by housewives, verified by dealer rec- 
ords and correlated in this report. Volume 
I presents results in tabular and graphic 
form on automobiles, automatic refrigera- 
tors, housing, electrical appliances, radios, 
sporting habits, groceries, bathroom in- 
ventory, travel. Volume II will cover 
clothing, hardware, dry goods, furniture, 
jewelry, etc., a study of sales records of 
retail stores other than those covered in 
Volume I. 77 pages. 


Do Odd Prices Earn Money? 


The following conclusions are drawn: 
1. Consumers are not convinced that odd 
prices signify accurate and scientific pric- 
ing; 2. The impression of saving is con- 
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any business or developed to encourage 
salesmen to push any plan, policy, or 
product. It produces the best results 
when used to secure temporary concen- 
tration on the neglected item. 

The demands of present day selling have 
brought about a more serious considera- 
tion of the movability of all items in a 
line than ever before. Surveys by many 
concerns have disclosed the fact, that a 
small percentage of the items in the line 
furnish the greatest volume and profit. 
For imstance, one concern reported that 
ten out of seventy-five items they were 
pushing gave them sixty per cent of their 
total dollar volume. These surveys have 
pointed out the necessity of careful prun- 
ing with the result that much “dead tim- 
ber” has been effectively eliminated. Dart- 
nell Report No. 368, 26 pages. 


ditioned both by the character of the 
article and the reputation of the store; 
3. The constant use of odd prices wears 
away the impression of saving and in 
some cases undermines confidence in the 
store; 4. In the case of certain types of 
articles, convenience of purchase is more 
important than possible savings. By Louis 
Bader and James D. Weinland. Journal 
of Retailing, January, 1932, p. 102:3. 


New Marketing Methods to Cut Selling 
Costs 

A discussion of some of the important 
tendencies disclosed by the Government’s 
first Retail Census, as they affect the 
manufacturer of goods to be sold at re- 
tail: 1. The steady expansion of all kinds 
of stores into fields heretofore considered 
the special province of other specialized 
businesses; 2. Merchandise must be acces- 
sible to the customer—how manufacturers 
must face this fact; 3. How the retail 
census helps manufacturers to locate pro- 
fitable outlets; 4. How the retail census 
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helps manufacturers avoid marketing pit- 
falls; 5. Census shows cities not alike as 
markets. By John Guernsey. Forbes, 
February 15, 1932, p. 16:3. 


Wrapping and Packing Economies 

A report analyzing the experiences, 
practices, methods and means employed by 
representative department and specialty 
stores in effecting economies in wrapping 
and packing operations points out that two 
single factors most essential are adequate 
training of wrapping and packing personnel, 
and efficient supervision. The survey in- 
dicates a trend toward more reasonable at- 
titude in expenditures for wrapping ma- 
terial. Local stores have been trying to 
outdo each other in the matter of wrapping 
and packing. After all, the main purpose 
of any wrapping process is to insure ar- 
rival of merchandise at its destination in 
an attractive condition, having been prop- 
erly protected from damages. Stores are 
urged to reconsider their wrapping and 
packing policies for the purpose of adjust- 
ing them to provide merely neatness and 
simplicity in attractiveness and actual pro- 
tection against damages—and no more. 
Survey conducted jointly by the Store Man- 
agers Division and the Retail Delivery As- 
sociation of the National Retail Dry Goods 
Association. 1932. 13 pages. 
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Will the Big Retailer’s Salvation Be 
More Profitable Specialties? 


The general sales manager, Syracuse 
Washing Machine Company, says depart- 
ment stores are overlooking opportunities 
for building profits on specialty items, 
These opportunities have their basis in the 
present possibility for the creation of a new 
market of potential customers who do not 
now know they want the particular mer- 
chandise under consideration but who can 
be made to want it profitably. All the 
available means of cashing in on the op- 
portunity presented by this new market, 
both within and without, will be incorpo- 
rated in a complete specialty merchandising 
program by the thorough marketing men 
among the manufacturers by whom such 
new markets are required. 

Mr. Boulware discusses the great oppor- 
tunity there is in connection with so-called 
related departments or locations. For in- 
stance, surveys have shown that 68 per cent 
of the sales of washing machines in de- 
partment stores go to the mothers of one 
or more growing children. The first op- 
portunity, then, for reaching a concentrated 
group of potential customers for washing 
machines is in the children’s or baby’s de- 
partment. Other like opportunities are de- 
scribed. By L. R. Boulware. Sales Man- 
agement, February 13, 1932, p. 218:2. 


Books Received 


A Reading List on Business Administra- 
tion. Issued by the Committee on Re- 
search of the Amos Tuck School of Ad- 
ministration and Finance, Dartmouth 
College, Hanover, N. H., 1930. 42 pages. 
35 cents. 

Case Studies of Unemployment. Com- 
piled by Unemployment Committee of the 
National Federation of Settlements. 
Edited by: Marion Elderton. Uni- 
versity of Pennsylvania Press, Philadel- 
phia, 1931. 418 pages. $3.00. 

Who’s Who in Government—Vol. I. 
Biographical Research Bureau, New 

. York, 1930. 800 pages. 


Applied Office Practice. By Abbie A. 
Morrill, Mabel A. Bessey and John V. 
Walsh. D. C. Heath and Co., New 
York, 1931. 376 pages. $1.76. 

Merchandise Control Manual. Merchan- 
dise Managers’ Division of the National 
Retail Dry Goods Association, New 
York, 1931. 321 pages. 

Labor Agreements in Coal Mines. By 
Louis Bloch. Russell Sage Foundation, 
New York, 1931. 513 pages. $2.00. 

Industrial and Commercial Ohio Year 
Book, 1930. Bureau of Business Re- 
search, Ohio State University, Colum- 
bus, 1930. 154 pages. $3.00. 
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Market Research Agencies. A Guide to 
Publications and Activities Relating to 
Domestic Marketing. Domestic Com- 
merce Division, U. S. Department of 
Commerce. Government Printing Office, 
Washington, D. C., 1930 edition. 261 
pages. 25 cents. 
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Industrial Traffic Management. A Sur- 
vey of its Relation to Business. By 
Wayne E. Butterbaugh. Bureau of For- 
eign and Domestic Commerce, U. S. De- 
partment of Commerce. Government 
Printing Office, Washington, D. C., 1930. 
172 pages. 30 cents. ; 


Survey of Books for Executives 


Financial Problems of Instalment Sell- 
ing. By Otto C. Lorenz and H. M. 
Mott-Smith. McGraw-Hill Book Co., 
New York, 1931. 279 pages. 

This book does not deal with the prob- 
lems which are called to mind by its title. 
There is no discussion of the influence of 
the increased volume of credit, due to the 
rapid expansion of the instalment selling 
idea, upon prices and the general credit 
structure. There is no treatment of the 
risk in instalment sales. After reading the 
ordinary literature dealing with instalment 
selling, these are the questions which come 
to mind when the title, “Financial Problems 
of Instalment Selling,” is mentioned. The 
book is an excellent guide to current prac- 
tice in instalment sales. 

The first two parts of the book might 
be considered a handbook, showing the 
practical problems of instalment selling 
from the viewpoint of the automobile 
dealer, the furniture dealer and the finance 
company. In these sections will be found 
the answer to such questions as: How 
much capital is necessary to carry on a 
given volume of business under set con- 
ditions? In how many of his sales is an 
automobile dealer justified in allowing 
twelve-month maturities, fifteen-month ma- 
turities, eighteen-month maturities? With 
variations in the amount of capital, how 
large a volume of outstanding credit is 
justified? How should the individual 
dealer calculate his earned income? 

The answers may seem somewhat sur- 
prising to the layman. Emphasis is given 
to the fact that earned income cannot be 


calculated upon the basis of total volume 
of sales, but only upon the basis of cash 
actually received, and many examples are 
given indicating that the failure of instal- 
ment sellers to recognize this principle has 
placed them in an over-extended position 
which has ultimately resulted in loss of 
the business. Again and again the authors 
emphasize the great dangers involved in 
too large a volume of business upon too 
small a capital. The comment that first 
comes to mind in this connection is that 
this principle might have been considered 
of greater value in 1929 than it is in 1932, 
but the day may not be far off when it 
will again be possible for individual dealers 
to give thought to the dangers of too large 
a volume of business. 


Other questions dealt with in the first 
and second sections are the size of down 
payments, the nature of the instalment con- 
tract, balloon notes, staggered payments, col- 
lections due at a particular date, volume 
method of determining capital requirements 
and instalments outstanding at a particular 
time. Throughout the book there are valu- 
able tables showing short-cut methods of 
calculating the answers to all the problems 
raised. 

In the third section there is a care- 
ful mathematical treatment showing the 
basis for the calculations which are involved 
in making the tables in the first and second 
parts and in part four. This section can 
be of use only to those who are thoroughly 
familiar with advanced mathematics; in 
fact, it is so complex as to be beyond the 
understanding of all but a very limited 
number of accountants who have had ad- 
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vanced mathematical and statistical train- 
ing. 

The following are among the tables 
given in part four: 

Capital turnover factors for the first 
method of investment when profits are re- 
invested. 

First, second and third methods of invest- 
ment. 

Volume method of determining capital 

requirements when the monthly volumes 
are equal. 
In the first and second part of the book 
relatively simple methods are set forth for 
the use of the tables contained in those 
sections and for the use of tables in part 
four. No wide knowledge of mathematics 
is necessary for the use of these tables. 

The accountant of the finance company 
will find these tables of great use in cal- 
culating how large a volume of business 
may be justified with a particular volume 
of capital. Tables of this sort give the 
opportunity for an orderly and uniform 
method of calculating the position of the 
various concerns which are making use of 
the capital of the finance company. To 
the individual instalment seller the book 
may be considered suggestive. It will bring 
him a better understanding of the view- 
point of the finance company. 


In spite of the exactitude of these tables, 
one is inclined to pause for a moment to 
wonder as to how many lines of business 
calculate their risk in the careful manner 
here prescribed. There is no question but 
that these are the methods necessarily used 
by the insurance company; yet, even the 
insurance companies have put out forms of 
policies which have produced a far: larger 
risk than that intended. It might be said 
that no finance company and no automobile 
dealer wouid live up to the rigid standards 
prescribed by the tables in this book. At 
times of business expansion and advancing 
prices, when everyone is filled with con- 
fidence, risks are taken which seem un- 
thinkable in 1932; in fact, in 1932 there is 
a tendency toward over-conservatism which 
prevents both the finance company and the 
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dealer from taking any reasonable risk. 
There are many people who think that the 
difference in these two attitudes toward 
credit risk is what constitutes the business 
cycle, and surely each of these attitudes 
has its own influence upon price levels. 
In response to this comment, the authors 
might reply that even if the position in the 
business cycle were bound to have an 
influence upon the risk undertaken, 
the uniform method of judging risk 
provided by this book would constitute a 
great advance over the haphazard methods 
in use in many lines of business. There 
can be little doubt, however, that the ex- 
ecutives of many finance companies would 
reply that there is no such thing as uni- 
form risk. Among their dealers are men 
who extend credit only to clients of espe- 
cially good standing, and they know of 
other dealers who make every sale it is 
possible to make. They are, therefore, un- 
willing to extend as large a line of credit 
to the second type of dealer as to the first. 
Here again the authors might reply that 
the book provides a definite method for 
them to calculate how much risk is in- 
volved in their line of credit to each type 
of dealer. Surely the larger companies will 
eventually come to a systematic treatment 
such as that prescribed by these authors 
but it will be a long time before the small 
individual dealer looks upon his credit 
risks from the statistical viewpoint. 
Donatp M. Marvin, Economist, 
The Royal Bank of Canada. 


The Swope Plan—Details, Criticisms, 
Analysis. Edited by J. George Fred- 
erick, The Business Bourse, New York, 


1931. 221 pages. $3.50. 


An analysis of the Swope Plan for Stabi- 
lizing Industry, including favorable and un- 
favorable criticism by prominent business 
men, periodicals and newspapers, and dis- 
cussion of the legal complications which 
might arise if an attempt were made to put 
the plan into operation. A “Comparison 
Chart of Eight Economic Stabilization 
Plans” is an important adjunct to the book. 
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Seasonal Variations in Employment in 
Manufacturing Industries. By J. 
Parker Bursk. University of Pennsyl- 
vania Press, Philadelphia, 1931. 197 
pages. $2.50. 

This is a quantitative analysis present- 
ing a detailed picture of the nature and 
extent of seasonal variations in employ- 
ment as they occur in specific manufactur- 
ing industries. It is based on Census of 
Manufactures data. 

Seasonal indices are presented in both 
graphic and tabular form for the follow- 
ing industries: food and tobacco; textile, 
leather and rubber products ; iron and steel, 
machinery, transportation equipment, and 
non-ferrous metals; stone, clay and glass, 
and lumber products; chemical, paper and 
printing and miscellaneous industries. 

This study brings to light no new causes 
of seasonal variations in employment but 
observes the effect of the familiar causes, 
climate and custom, as they have operated 
in these industries. Approximately 50 
tables and charts are used to illustrate the 
data incorporated in the study. 


Why We Don’t Like People. By Donald 
A. Laird. The Mohawk Press, New 
York, 1931. 166 pages. $2.00. 


Business men have talked freely of the 
importance of personality in college grad- 
uates, in salesmen, in executives but little 
is known comparatively about this aspect 
of psychology. Dr. Laird has done some 
very interesting experimental and investi- 
gational work, the results of which are 
described in this book. The basic types of 
personality are described—introvert and ex- 
trovert. There is an interesting discussion 
of the causes of anger and fear. The re- 
lation of personality to vocational success 
and the traits of personality which build 
executive leadership are discussed at some 
length. The most important conclusion is 
that personality can to a large degree be 
changed or developed. . 

This is a very readable book. 


W. J. D. 
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The Banks and Prosperity. By Lionel D. 
Edie. Harper & Bros., New York, 1931. 
179 pages. $2.50. 

That there is a wide diversity of opinion 
of the remedies that should be applied to 
minimize cyclical fluctuations in business 
is evidenced by the 775 pages of testimony 
concerning the desirability of establishing 
a National Economic Council presented be- 
fore the United States Senate Committee 
on Manufactures. Dr. Edie, long a student 
of the relationship between gold, credit and 
business has in this volume given em- 
phasis to the intimate and trenchant rela- 
tion between the banks and the upward and 
downward movements of business. 

As between the “industrial equilibrists” 
who have assigned the cause of our current 
difficulties to unbalanced production and the 
monetary school which attributes the pres- 
ent unbalanced state of business to a dis- 
equilibrium in the supply of and demand 
for credit, Dr. Edie aligns himself with the 
latter group. 

The concrete proposals for the central 
planning of economic activity are grouped 
under the four following heads: 1. control 
of the price level; 2. control of interest 
rates; 3. control of business fluctuations; 
4. control for political, military, and mis- 
cellaneous purposes. 

According to the author, it is the central 
banks today which are challenged to go be- 
yond the orthodox strictly monetary ob- 
jectives of banking policy and to entertain 
new objectives calculated to vitalize the 
central plan of modern economic life. The 
industrial régime has demonstrated its in- 
capacity for this work and since the banks 
occupy a pivotal position in the business 
world and are guided by “better central in- 
telligence” they are in a position to wield 
a dominating influence for business sta- 
bilization. 


This volume is peculiarly interesting as 
a reportorial interpretation of the attitude 
of central bank officials toward the prob- 


lem of balancing business. Naturally, the 
specific sources of the views expressed by 
banking officialdom are not divulged, but 
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it is evident that the chapters on “Leader- 
ship” and “The Official Mind” are drawn 
directly from these sources. While the last 
chapter of the book has devoted. consider- 
able attention to the passing of the gold 
standard, apparently this phenomenon is not 
fraught with any danger, for by it the 
author simply means “that the central 
banks keep the rate of credit growth in line 
with the normal rate of production.” 

The book lacks an index. 

Frank Parker, Professor of Finance, 
Wharton School of Finance & Commerce, 

University of Pennsylvania 


Your Job and Your Pay. By Katherine 
H. Pollak and Tom Tippett. Vanguard 
Press, Inc., New York, 1931. 348 pages. 
$2.00. 

A study, by management, of the ideas 
and theories which are presented to various 
groups of workers is sometimes of very 
real benefit. It may even act like a douche 


of cold water in sobering us, and make us 
realize that, after all, there may be dif- 
ferent points of view from our own. This 
book is written as a text book for use in 
the Brookwood Labor College, an organi- 
zation run by the somewhat radical intel- 


lectuals in the labor group. It is well 
written, quite well documented and indexed, 
and easy to read, as well as to study. 

The first few chapters, which deal with 
the benefits of good wages, the causes of 
unemployment, conditions of work, and ac- 
cidents, are mainly very simple statements 
of fact, even if colored by the authors’ 
point of view. From then on, however, 
the book deals more definitely with socialist 
dogma. The development of labor unions 
is given in some detail. The need for a 
labor party is urged quite frankly. Then 
follows a concluding chapter, taken largely 
from the writings of Stuart Chase, upon 
changes needed in the management of in- 
dustry. 

Of course, most of the book is predicated 
upon the assumption that, if the organiza- 
tion of the country and industry is changed, 
individuals will change and Utopia arrive. 
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The following conclusion of the chapter on 
trade unions will illustrate: 


“Strong trade unions, with the help of 
other workers’ organizations, such as a 
labor party, can bring nearer the day when 
there will be industrial democracy as well 
as political democracy; when the control 
of industry, as well as the political govern- 
ment, will be of the people, by the people 
and for the people. Then perhaps at last 
all mankind will enjoy the fruits of the 
earth. Then no one will have to work 
twelve hours a day earning hardly enough 
to keep alive. Children will not be forced 
into dull and over-tiring jobs. All will 
have a chance to travel, to read and to 
study. Work will be made as light, health- 
ful and enjoyable as possible. All will be 
sure of having enough food and clothing 
for the morrow. Above all, all men and 
women will have a chance to turn around 
as they labor; to dance and to play; ‘to 
contemplate the sun and the stars and the 
meaning of life.’” 

Those of us who believe that real im- . 
provement must come throw h the improve- 
ment of the individual wi'l .ardly be will- 
ing to accept such a rose-colored picture. 
Given the premises, however, the conclu- 
sions are, in the main, logical and moder- 
ate. 

One of the most valuable features of the 
book is the part of the appendix dealing 
with questions for class consideration and 
suggested reading. We need not answer 
these questions, as they are answered in 
the text, and yet we can use them as ma- 
terial for fruitful discussion in other places 
than the labor college. Some of them are 
questions which must be acted upon in the 
near future, whether the answers are 
given by the industrialists, the labor unions, 
the intellectual socialists or the communists, 
and consideration of them from the point 
of view of the thinking representatives of 
labor may stimulate our wits so that we 
shall be able to express our own answers 
more intelligently. 

SaMuEL S. Boarp, Director, 
Yale Graduate Placement Bureau, Inc. 





